
 

  

  

Viruses & Economic Impact 
 

What started as a Coronavirus Correction has now spilled over into credit.  At this point 
we just don't know how much impact the virus will have on the economy.  To be sure, 
there will be an impact. What is particularly frustrating is that this all comes as economic 
data was accelerating into the new year. 
 
We just had back-to-back months (January & February) of 273,000 gains in employed 
Americans.  Weekly claims remain low and the overall unemployment rate was at 
3.5%.  We had strong auto and retail sales.  All of this occured against the backdrop of a 
growth friendly policy agenda and an accomodative central bank. 
 
Low interest rates contributed to strong housing starts pacing over 1.5mm for the year at 
last print.  In fact, January-February was the fastest paced two-month period since the 
housing bubble burst.  

Even sentiment surveys were looking good. ISM Manufacturing showed a slowdown in 
the growth rate, but growth none-the-less. The ISM Non-manufacturing index, which 
measures a much larger share of the economy, rose to 57.3 in February, a sign of a 
strengthing service sector. Both of these surveys are likely to plummet when the March 
readings come out in early April. 

All of this contributed to  rising GDP estimates just a few short weeks ago.  In fact, last 
week the widely followed Atlanta Fed GDPNow Forecast rose to 3.05%, its highest level 
of the year. 

Slowdowns related to rapidly spreading viruses typically serve to shift GDP from one 
quarter to another.  There will now doubt be a modest slowdown in Q1 with perhaps some 
acceleration of the slowdown in Q2.  Stocks are likely a leading indicator of that 
phenomenon.  We suspect the Coronavirus impact on Q1  GDP will be to pull it down to 
a 2.0% real rate. With a 0% quarter to follow in Q2.  But once the virus impact subsides, 
companies will need to make up for lost production and we are likely to see a large ramp 
up in Q3 and Q4 to real rates north of 4%.  In the end, the impact to annual GDP may not 
be as large as some are predicting. 

 

http://www.etfmanager.com/


Looking back to the Asian Flu crisis of 1957/1958 which killed more than 65,000 
Americans we saw a 3% real GDP growth rate plummet  to -4.1% in Q4-1957 and -10.0% 
in Q1-1958.  That was followed by a nearly 8% growth rate for the next five quarters.  
 
Of course its always "different this time".  Available therapies are much greater today. 
Medical science is far more advanced than it was a half century ago.  Today, the 
availability of information and misinformation via traditional news, political news and social 
media have served to create an "infodemic" to go along with the pandemic. 
 
The bottom line seems to be that past large virus outbreaks have lead to quickly reversed 
slowdowns most of the time.  On the occasion where an outbreak led to a recession, 
recovery was quick. 
 
Herb W. Morgan 
Sr. Managing Director 
Chief Investment Officer 
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CONFIDENTIAL: This e-mail, including its contents and attachments, if any, are confidential. If you are not the named 
recipient please notify the sender and immediately delete it. You may not disseminate, distribute, or forward this e-mail 
message or disclose its contents to anybody else. Copyright and any other intellectual property rights in its contents are 
the sole property of Cantor Fitzgerald and its affiliates. E-mail transmission cannot be guaranteed to be secure or error-
free. The sender therefore does not accept liability for any errors or omissions in the contents of this message, which 
arise as a result of e-mail transmission.  If verification is required please request a hard-copy version. Although we 
routinely screen for viruses, addressees should check this e-mail and any attachments for viruses. We make no 
representation or warranty as to the absence of viruses in this e-mail or any attachments. Please note that to ensure 
regulatory compliance and for the protection of our customers and business, we may monitor and read e-mails sent to 
and from our server(s). Any prices or data contained herein are indicative and subject to change without notice; its 
accuracy is not guaranteed and should not be relied on.  This e-mail was issued by Cantor Fitzgerald.  Cantor Fitzgerald 
Europe ("CFE") is regulated by the Financial Conduct Authority ("FCA"). CFE is an unlimited liability company 
incorporated under the laws of England  (company number 2505767) and VAT registration (number 577 406809). CFE's 
registered office is at One Churchill Place, London E14 5RB. For any issues arising from this email please reply to the 
sender. CFE appears on the FCA register under no 149380. The FCA register appears at 

http://www.fca.org.uk/register/. The FCA is a financial services industry regulator in the United Kingdom and is 

located at 25 The North Colonnade, Canary Wharf, London, E14 5HS. 
  
This email does not constitute any investment advice or any solicitation or offer to buy or sell any securities. No 
representation is made on the accuracy or completeness of the information contained in this email, and the sender does 
not accept liability for any errors or omissions in the contents of this email that arise as a result of email transmission. 
Certain assumptions may have been made in the preparation of this email which are subject to change without notice. 
Electronic communication files (e-mail) between the recipient and Efficient Market Advisors, a Business of Cantor 
Fitzgerald Investments Advisers, L.P., (CFIA, and collectively, "EMA") may be reviewed by U.S. securities regulatory 
agencies and may be subject to archive file record keeping requirements. The information contained in this message is 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an 
employee or agent responsible for delivering this message to the intended recipient, you are hereby notified that any 
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this communication 
in error, please notify us immediately by replying to this message and deleting it from your computer. The internet is not 
necessarily a secure environment for sending confidential information. 
  
CFIA is an SEC-registered investment advisor.  Being a Registered Investment Adviser does not imply any level of 
expertise or qualification.  EMA constructs investment portfolios using Exchange-Traded Funds (ETFs).  Founded in 
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2004 for the sole purpose of managing ETF based separate accounts, EMA serves high net-worth investors, trusts, 
foundations, retirement plans and institutions.   
  
For Global Investment Performance Standards purposes (GIPS®), EMA is the "Firm" mentioned herein.  The Firm claims 
compliance with GIPS®. To obtain a copy of a compliant presentation and/or a list of EMA's composite descriptions, 
please call 888-327-4600. 

 

 

 

 


